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ABSTRACT 

From a sensemaking perspective, this study uses quantitative approaches to evaluate the effect of "financial organisations 

affect risk management along with internal control systems" on risk in all datasets. The main reason for the attempt is to 

improve data utilisation and strengthen FIAR's ability to help financial institutions with risk-all decision-making. Researchers 

thoroughly examine the design and function of FIARs throughout their construction since they impact the skills of 

stakeholders such as educators, administrators, and politicians. The sensemaking assessment includes a look at the effects of 

the FIAR on stakeholders' data understanding and strategic use capacities. This can only be achieved if researchers observe 

user activity to ascertain the degree to which the system enables data-driven insights and informed decision-making. 

Simultaneously, the study uses quantitative approaches to investigate how financial institutions affect the FIAR's risk data 

sets. An important part of this endeavour is making sure the data is accurate, comprehensive, and usable. The second part is 

to figure out how financial businesses could profit from policy choices and risk outcomes influenced by these quantitative 

assessments. Researchers are looking at the effect of data-driven choices on pedagogical approaches, as well as data relevance 

and dependability. The results should shed light on how to improve FIAR's development in order to integrate quantitative 

methodologies into the curriculum and boost students' sensemaking skills. The overarching goal of the project is to enhance 

financial institutions that influence the results of risk management. 

 

Keywords: FIAR, Economic Administrative Review, Impact of Financial Companies, Sense-Making View, and Risk 

Prevention Initiatives. 

1. INTRODUCTION 

Better financial institutions affect risk outcomes and policy choices, so it is crucial to effectively manage and use data in the 

ever-changing financial world. Fundamental to this procedure is FIAR, which catalogues and evaluates massive amounts of 

data about the impact of financial institutions on risk in a methodical manner. (bdulai et al.,2021) The needs of administrators, 

educators, and lawmakers must be carefully addressed throughout the design and implementation of such systems. In this 

sensemaking-oriented study, researchers trace the history of FIARs and look at how financial institutions have impacted risk-

related data sets via the use of quantitative approaches. Understanding the importance of stakeholder groups in interacting 

with and making sense of FIAR data is crucial. When trying to create judgements based on interpretations of data, individuals 

and organisations participate in sensemaking. Enterprise management information systems (EMISs) depend on users' data-

literacy to improve decision-making and system utilisation. The purpose of this research is to establish a connection between 

the theoretical advancements of FIARs and their actual use in educational settings. Researchers try to figure out what makes 

data successful by looking at how stakeholders' capacity to interpret and utilise financial data is affected by risk assessment 

and the structure and operation of financial institutions. Quantitative assessments of the data analysis inside these systems 

are also used in the research to ascertain their efficacy and reliability. Important steps in this process include checking the 

data and analysis for correctness and dependability and assessing the value of quantitative insights for educational reform 

and policymaking. This research aims to enhance the development of FIAR and provide risk-affected financial institutions 

with the information they need to make data-informed decisions. It stresses the need of qualitative as well as quantitative 

analysis.  (Kabuye et al.,2019) 

2. BACKGROUND OF THE STUDY 

In order to accommodate the changing goals of risk management, FIAR procedures have been modified to align with the 

data handling practices of financial institutions. Midway through the twentieth century, FIAR came into being as a result of 

financial organisations' administrative use of simple computers. Data analysis and decision support were major issues with  
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the first systems due to their overemphasis on student records and administrative tasks. Database technology and associated 

software application developments in the 1980s and 1990s shifted the playing field. Innovative solutions have made it 

possible to integrate financial, instructional, and student performance data into a unified platform. At this juncture, 

descriptive statistics emerged as the principal tool for data analysis and reporting, expanding the scope of data management 

inside financial organisations beyond simple record-keeping. More and more options to earn the FIAR certificate have arisen 

due to the recent exponential expansion of data analytics and IT. Developments in analytical tools, cloud computing, and big 

data have made it feasible to conduct more intricate and nuanced analyses of data related to the effect of financial institutions 

on risk. During this period, there was a sea change in how financial institutions handled data and how they used data to better 

risk-related outcomes, made possible by new information. The effective collection of data and use of that data by stakeholders 

was dependent on the incorporation of sense-making theory into the creation of FIAR. Frameworks that enable substantial 

data interaction and user-centred design have lately emerged as critical components. Quantitative approaches have reached 

a new level with the emergence of AI and predictive analytics, allowing for data-based decisions to be better than ever before. 

The increasing importance of FIARs in improving financial institutions' procedures via better data management and 

sensemaking is shown by the historical history of this challenge. This research will add to what is already known by looking 

at how sophisticated quantitative techniques have altered the way financial institutions analyse risk data. Additionally, it will 

look at how modern financial institutions and risk management strategies may gain from a sensemaking viewpoint. 

(Adams,.2024) 

3. PURPOSE OF THE STUDY 

This research aims to analyse the development of FIAR and the use of quantitative methodologies to financial institution 

data sets and their effects on risk from a sensemaking perspective. The primary goal of this research is to find out how the 

FIAR system's design and operation influence stakeholders' data interpretation and utilisation abilities in order to enhance 

data-driven decision-making. The main objective of this research is to assess how well quantitative tools understand financial 

data in order to enhance the administration of financial institutions. 

4. LITERATURE REVIEW 

Innovations in technology and the growing need for data in the risk and financial sectors have significantly changed the way 

these subjects are discussed. (Arens et al.,2019) This is in line with the detailed descriptions of these systems' development 

found in the literature. During the first stages of research, the primary goal of FIAR systems was to manage administrative 

tasks and student data. As technology advanced, it became clear that merging increasingly complicated data kinds was 

necessary, as was acquiring analytical abilities beyond simple reporting. Sensemaking is an evolving idea that must be 

considered in order to comprehend the function of stakeholders in FIAR interactions. Sensemaking is founded on the premise 

that people and organisations respond to complicated data by making sense of it. To be successful, FIARs must improve 

sensemaking by presenting information in a meaningful and straightforward manner. It is very advantageous for financial 

firms to have systems in place that enable effective sensemaking in risk-influencing situations and decision-making in 

general. Another factor that has led to more students using quantitative approaches in class is the proliferation of big data 

and sophisticated analytics. Researchers are increasingly turning to data mining and predictive analytics, two quantitative 

approaches, to sift through massive datasets in their pursuit of understanding how financial institutions handle risk. The use 

of sophisticated statistical methodologies and artificial intelligence algorithms allows financial organisations to assess data 

more correctly and relevantly, hence mitigating their impact on risk.A stronger emphasis on user-centred design and 

sophisticated analytics is seen in the latest FIAR revisions. The goal of this strategy is to increase access to FIARs while 

enhancing the reliability of quantitative analysis results. Using cutting-edge quantitative procedures and optimising financial 

data and risk assessments for a better understanding may improve results, according to research that shows financial 

institutions impact risk management strategies. The findings of this study highlight the important need for more research into 

the relationship between banks, risk assessment models, sensemaking skills, and data analytics. (Alabdullah ,2022) 

5. RESEARCH QUESTION 

• Where is the efficiency of hedging in risk management? 

6. METHODOLOGY 

Quantitative research refers to studies that examine numerical readings of variables using one or more statistical models. The 

social environment may be better understood via quantitative research. Quantitative approaches are often used by academics 

to study problems that impact individuals. Objective data presented in a graphical format is a byproduct of quantitative 

research. Numbers are crucial to quantitative research and must be collected and analyzed in a systematic way. Averages, 

predictions, correlations, and extrapolating findings to larger groups are all possible with their help.  

6.1 Research design: In order to analyse quantitative data, SPSS version 25 was used. When analysing the statistical 

association, the odds ratio and 95% confidence interval were used to determine its direction and size. A statistically 

significant threshold was suggested by the researchers at p < 0.05. The primary features of the data were identified by a 
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descriptive analysis. Mathematical, numerical, or statistical evaluations using quantitative methodologies are often used for 

data gathered from surveys, polls, and questionnaires, or by modifying existing statistical data using computing tools. 

6.2 Sampling: A convenient method of sampling was employed for the study. The study employed questionnaires as a means 

to collect data. The Rao-soft program calculated a requisite sample size of 669. A total of 900 survey responses were 

disseminated; 785 were retrieved, and 17 were omitted due to incompleteness. A total of 768 questionnaires were ultimately 

utilized for the research study. 

6.3 Data and Measurement: A questionnaire survey functioned as the primary data collection instrument for the 

investigation. The survey had two sections: (A) General demographic information and (B) Responses on online and non-

online channel factors on a 5-point Likert scale. Secondary data was obtained from many sources, mostly on internet 

databases.  

6.4 Statistical software: The statistical analysis was conducted using SPSS 25 and MS-Excel. 

6.5 Statistical Tools: To grasp the fundamental character of the data, descriptive analysis was used. The researcher is 

required to analyse the data using ANOVA. 

7. CONCEPTUAL FRAMEWORK 

 

 

8. RESULT 

❖ Factor analysis 

One typical use of Factor Analysis (FA) is to verify the existence of latent components in observable data. When there are 

not easily observable visual or diagnostic markers, it is common practice to utilize regression coefficients to produce ratings. 

In FA, models are essential for success. Finding mistakes, intrusions, and obvious connections are the aims of modelling. 

One way to assess datasets produced by multiple regression studies is with the use of the Kaiser-Meyer-Olkin (KMO) Test. 

They verify that the model and sample variables are representative. According to the numbers, there is data duplication. 

When the proportions are less, the data is easier to understand. For KMO, the output is a number between zero and one. If 

the KMO value is between 0.8 and 1, then the sample size should be enough. These are the permissible boundaries, according 

to Kaiser: The following are the acceptance criteria set by Kaiser: 

A dismal 0.050 to 0.059, subpar 0.60 to 0.69  

Middle grades often range from 0.70 to 0.79.  

Exhibiting a quality point score between 0.80 and 0.89.  

They are astonished by the range of 0.90 to 1.00.  

Table 1: KMO and Bartlett's Test for Sampling Adequacy Kaiser-Meyer-Olkin measurement: .885  

The outcomes of Bartlett's test of sphericity are as follows: Approximately chi-square degrees of freedom = 190 

significance = 0.000  

This confirms the legitimacy of claims made just for sampling purposes. Researchers used Bartlett's Test of Sphericity to 

ascertain the significance of the correlation matrices. A Kaiser-Meyer-Olkin value of 0.885 indicates that the sample is 

sufficient. The p-value is 0.00 according to Bartlett's sphericity test. A positive outcome from Bartlett's sphericity test 

indicates that the correlation matrix is not an identity matrix.  
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The overall significance of the correlation matrices was further confirmed by using Bartlett's Test of Sphericity. A value of 

0.885 was the Kaiser-Meyer-Olkin sampling adequacy. By using Bartlett's sphericity test, researchers found a p-value of 

0.00. A significant test result from Bartlett's sphericity test demonstrated that the correlation matrix was not a correlation 

matrix. 

Test for Hypothesis 

❖ INDEPENDENT VARIABLE 

➢ The Rules That Govern Financial Institutions 

A system of laws and regulations has been established by different governmental levels, regulatory agencies, and 

international organisations to ensure that financial institutions are held accountable. A trustworthy system in its whole, safe 

financial transactions, fair corporate practices, and protected consumers are all goals of these regulations. Any financial 

institution, whether it's a bank, insurance agency, investment business, credit union, or new fintech startup, must comply 

with these rules. Important goals include keeping depositors and investors secure, being transparent, preventing fraud and 

money laundering, and managing risks to avoid systemic failures. Rules include anti-money-laundering protocols, consumer 

protection laws, risk management mandates, and capital adequacy standards are enforced by central banks and financial 

commissioners. Their combined efforts have produced a reliable and efficient monetary system. (Akinleye et al,.2020) 

❖ FACTOR 

➢ Hedging: 

Thinking about hedging as a kind of insurance can help you comprehend it better. Hedging is a financial strategy that protects 

investors against the potential loss of capital in the case of a bad occurrence. Unfortunately, not all bad things can be 

prevented by this. Having enough hedging in place, nevertheless, lessens the blow of a bad occurrence should it occur. 

Hedging is almost ubiquitous in practice. Purchasing homeowner's insurance, for instance, protects you against financial loss 

in the event of a fire, burglary, or other covered peril. Companies, individuals, and portfolio managers all utilise hedging 

strategies to lessen the impact of potential losses. A yearly premium payment to an insurance provider won't cut it when it 

comes to the financial markets. To mitigate the impact of potential negative price swings, investors might use hedging 

methods that include financial instruments or market tactics. Investors often trade in one investment to protect themselves 

against losses in another. (Alabdullah.,2022).  

❖ DEPENDENT VARIABLE 

➢ Risk Management 

What researchers call "risk management" is the process of identifying, evaluating, and responding to threats to a company's 

goals, assets, reputation, and operations. It challenges you to recognize danger, evaluate its seriousness and probability, and 

then choose between avoiding, transferring, accepting, or embracing it. Constant monitoring and assessment is required to 

maintain good risk management and remain adaptable when faced with unpredictability. Good risk management is essential 

for stability, the capacity to make informed decisions in the face of uncertainty, and regulatory compliance. (Kamara, 2023) 

❖ Relationship between Hedging and Risk Management: 

To lessen the blow of price swings, hedging is a good strategy. A hedging strategy involves buying or selling an equal amount 

of an asset (such as a commodity or a stock portfolio) in two different markets at about the same time in the hopes that a 

future price change in one market will be balanced out by an opposite change in the other market. (Kabuye et al.,2019) To 

aid risk management, derivatives markets including futures, options, and swaps were established. The purpose of a hedger 

is to prevent financial loss due to unfavorable price movements by shifting the risk to other market players who are prepared 
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to take it on—or who are prepared to trade against the hedger: Investors and speculators. In the market, you may find investors 

and speculators looking to make a profit by buying when they think prices will go up and selling when they think prices will 

go down. An investor could be willing to wait weeks, months, or even years for a return, whereas speculators aim for a quick 

buck. Market makers. Market makers, who are also known as liquidity providers, assess the value of the assets under their 

control using sophisticated algorithms and quantitative models. They theoretically make a profit on each transaction by 

placing bids below the fair value and offers above it, with the bid-ask spread serving as their basis. Additional business 

concerns. When hedging, some market participants are more likely to be natural sellers (their business model involves owning 

or holding commodities or other assets, so they face downside price risk) than upside (their business model involves buying 

commodities or other assets). Occasionally, a natural seller and a natural buyer may engage in a hedging transaction to 

compensate for each other's potential losses. (Kabuye et al.,2019). 

On the basis of the above discussion, the researcher formulated the following hypothesis, which was to analyse the 

relationship between Hedging and Risk Management. 

“H01: There is no significant relationship between Hedging and Risk Management.” 

“H1: There is a significant relationship between Hedging and Risk Management.” 

 

In this study, the result is significant. The value of F is 1035.844, which reaches significance with a p-value of .000 (which 

is less than the alpha level). This means the “H1: There is a significant relationship between Hedging and Risk 

Management” is accepted and the null hypothesis is rejected. 

9. DISCUSSION 

The effectiveness of quantitative methods for assessing risk data sets held by financial institutions is investigated, as is the 

effect of stakeholders' sense-making on FIAR output. Incorporating a sensemaking perspective into well-designed FIARs 

may help users understand and apply data for informed decision-making, as shown in the research. It goes beyond that, too, 

by investigating how quantitative approaches may enhance data quality and provide valuable insights. The results will help 

us understand data-driven initiatives and put them into action. They may also cause us to rethink the FIAR architecture, 

which is crucial for financial institutions' risk-related policies and procedures. The goal of this FIAR optimization initiative 

is to help financial institutions better manage risk by making better use of the data they have. (Hoai et al., 2022) 

10.  CONCLUSION 

Finally, this study shows that a sensemaking framework is crucial for developing FIAR. Improved data analysis and decision-

making are outcomes of stakeholders' enhanced capacity to understand and use impact risk data from financial institutions, 

made possible via the application of quantitative approaches and competent FIAR architecture. By incorporating 

sensemaking concepts into system design and employing modern quantitative approaches, the researcher may increase data 

usefulness, assist financial institutions in refining their risk management processes and regulations via informed decision-

making, and boost risk-related outcomes. 
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